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F R  OF.%: ~ N R Y  A. ~ ~ S S ~ G E R \  

SUBJECT: Iate-tional Oil Situation -- Libyan Phase 

Negotiations between the .major oi l  companies aad the oil xrlinistars of t& 
A&editcbrronaaa oil cotantrier have reached a diEicu l t  pried. 

Libys, which represents the ?q4sdite~ranean countries, has demanded: 

- - a subatantid increams in the p s t e d  price of oil, am which taxes are 
k?ased; 

-- tbrt the companies reinvest a pottiom of their profits in the producing 
countries; 

I and a b a n t a m  payment Co the Xedfterrarreaa corrr;strier due to the aavLmys 
realized by the companisr hecause mf tba i tmet  transportatian costs for dl 
f m n ~  b:editerrancaa, am o m s a d  to Persian Gulf, terminsla to Europe, 

The oil compniar imm worried tbrt Iraq and Algerb will support the Ubm 
price demoada by participatiag in ma oil  embargo, should ths compmias 
reject Libya's p~opooala. They tear also that Libya ruld Algeria are detsr- 
mined to force a price rettkment in the 2Lediterraaean high gn~agh above 
that recently reacP1.d b e h e e n  thu corrrpaniea asad PeraiPP Gulf prohers 
in Tehros to cause the Peraiaa Gulf couatrits to repudiate tke Tthraa agree- 
me& aad aak for forther i aer~aser  in jmpeltk fram fh4 oil c~mpaPies. 
(15e Stab hae mid Lrr! worrid aoL do tbb but if ths Kditerraseaa rettIsrneat 
is ~ Q O  high, domjp?~tic pressarea s a y  force him ft, do so. The eompadaa 
are ccmcarnecl that U tha brediterraxman conipanlee &J endsrgo oil the 
resulting ofl shortage w d d  Ba so Latalerable to governments of coaawmiag 
countriem that tkey w w i d  then force t&e! oil eompasies to accede to Libyan 
demands. 

The c m p n i s s  are now considering #eir next mmes. They have bean told 
inf6rmaUy that t h y  nitart meat Ubya't denlands by xr-idsight oa March 18 -- 
or else), Nowcvcr, Libya b s  so far avoided a major codrontatian and can 

continus to do so in the present a i t u a t h  if she rio wiahee. 
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